ECONOMIC Rs 
eg) el 


APRIL 1974 


Frequency: Semiannual American Embassy 
Supersedes: ET 73-109 MANTIA 


PHILIPPINES 
TABLE OF CONTENTS 


KEY ECONOMIC INDICATORS 
SUMMARY 
CURRENT ECONOMIC SITUATION AND TRENDS 


IMPLICATIONS FOR THE UNITED STATES 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual Subscription, $37.50. Foreign 
Mailing, $9.40 additional. Single copies, 25 cents, available from NTIS, U.S. Department of Commerce, Springfield, Va. 22151. 





2 KEY ECONCMIC INDICATORS: PHILIPPINES 
All values in million US$ andendof | Exchange Rate: US$1.00=76.72 
calendar year unless otherwise specified. 


1971 1972 1973 Persepta/ 


INCOME, PRODUCTION, EMPLCYMENT 
GNP at current PTUCESccccccccccccccccccccccs 74,837 859° 10679P Qed 
GNP at constant 1967 prices.cecesccccccccccs 5100* 5312r 58,6? 10.0 
Per capita GNP, current priceSsccccccccsecee $ 197 $ 219 $ 267 21.9 
Indices: 1965=100 
acest ata, soceel FTO ocec 22023 229.5 213-4 bel 
Manufacturing. ccccccccccccccee(9/73) eves 10.5 153.67 170.57 Why 
Non-agricultural employmentececcercccces 121.2 123.2 127.0 Sek 
Average industrial wageec.cccccccccccece 1470 155.) 159.3 205 
Personal BROODING. 00000000000.0000600000006 0000 580) 6550 Nee == 
Employment (thousand workers) (11/73)ec.ec. 12228 12582 Ned 7 
Average unemployment rate (percent) .cccccece 502 6.9 Nede -- 


MONEY AND PRICES 
Money Supply cccccocccccccccccccccccccceccccs 828 1011 1213 
Public debt outstanding...» Ceoccccsceeesecece 210), 2562 3090 
Foreign debt service ratic’’..(percent) 2.77 19.57 / 13.2 / 
Interest rates& Ceoeeecececeecceseesessesessee Neade 15.250= 15 26= 
Indices: 1965=100 
Consumer prices (Yanila)!/...sseseeeeees 153.2 168.9 187.5 
RROGEEE SUROGEE esccccesosccocesensece 159.3 175 213.4 


BALANCE OF PAYMENTS AND TRADE 
Gold and Foreign Exchanze ReServeSe.c.coeces 2hh.2 281.9 876.0 


Balance of paymentsecccceccesecccccccce(9/13)- 6.3 555.0 


94.5 
Balance of TPAd\)s ecccccceccccccccccececevece ( 71.6)" (16572)r 20.6 


Exports, FOB cccccccccccccccccccccccccccoece 1189,2r 1168 .)? 1837.2 5702 

DoS. ThaPOcocccccccscocesccocsccccceccccs Sco 496.57 671.3 35.2 
Imports, FOB ccccccccccccccccccccccccesecece 1260.8r 1333.6" 1596.6 19.7 

er 336.47 360.4," Whi9.5 2.7 
Main imports from U.S.P/ Machinery other than electric, $100.6 million; Cereals and 
cereal preparations, $4.8 million; Textile fibers not manufactured into thread & yarn, 
$32-7 million; Electric machinery & appliances, $29.9 million; Transport equipment, 
$27.1 million; Explosives and miscellaneous chemical materials and products, $27.0; 
Chemical elements and compounds, $19.3 million; Base metals, $17.6 million. 


p Preliminary r Revised 

a/ Cumulative portion of 1973 compared to same portion of 1972(latter figure oe shown). 
bf Excluding CB loans, red clause financing and revolving credits. 

C/ 90-day lending rate for prime commercial borrowers. 

d/ Average for March 1973. 

e/ Average for January 197), comparable figure for 1973 not available. 

f/ Average for twelve months 


e/ Increase from erveel 1972 to December 1973 was 27-3 percent. 
tt " " " " " SO, 7 " 





Summary: 


The Philippines enjoyed unprecedented economic growth and ex- 
pansion of international reserves in 1973, but the year ended 

in uncertainty regerding the impact of higher energy costs on 
growth and trade in 1974 and later years. Mainly reflecting 
world price changes, exports increased 57 percent while imports 
grew at only 20 percent. A large net invisible inflow helped to 
boost reserves to a record of $1 billion in Feb. 1974. The in- 
flation rate quickened through the year, reaching an annual rate 
of 30 percent by early 1974. It is expected to stay at a high 
level to at least midyear, posing major problems to the economy, 
not only in the squeeze on urban family Living standards but 
also in potential dislocations of production. With active 
government efforts, oil supplies for 1974 seem assured, and 
plans for large foreign standby credits, along with measures 

to expand production of food and export commodities seem likely 
to cope with the enlarged direct and indirect energy import 
bill. Despite these negative factors, with luck in the weather, 
a real growth rate of 5 percent or more compared to 8-10 percent 
in 1973, appears an attainable goal. 


Private foreign investment, flowing most recently to financial 
institutions, and continued official assistance will also 
strengthen the economy which will be more closely managed by 
the government than ever before. American firms face the 
transition to termination of the Laurel-Langley parity period 
on July 3, with many aspects of the transition still to be 
spelled out in US/RP negotiations. Japanese investment expanded 
in 1973 and, encouraged by entry into force of the Treaty of 
Amity, Commerce and Navigation, is expected to accelerate 
during 1974. Future Philippine trade patterns will be affected 
by uncertainty regarding the effect of energy prices and other 
world market price and monetary trends. Despite these problems, 
the Philippines’ human and natural resources and improved in- 
vestment climate will provide attractive opportunities for US 
exporters and investors. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Record Achievement in GNP Growth, Exports and Reserves 


Based on preliminary data, President Marcos announced a real 
growth rate of 10 percent in 1973, and even the most cautious 
observers put the rate well above the planned 7 percent. Be- 
cause 1972 recorded the lowest rate of growth in recent years- 
-4.3 percent, the 1973 increase reflected a significant catching 
up. The key to growth in the Philippine economy is agricul- 
tural output, and after several years of natural disasters or 
lesser adversities, 1973 was a good growth year. Rice pro- 
duction (1973-74 crop year) increased an estimated 25 percent 
while the export crops of sugar, coconuts, bananas, and others 
benefited from higher prices and (except for coconuts) expanded 
production. Logs and wood products led the export lists, 
increasing over 30 percent in volume and earning a hefty $337 
million compared to $172 million in 1972 according to the 
Department of Trade. 


Riding the commodity price boom, copper concentrates and 
coconut products contributed significantly to the 57 percent 
increase in exports as did sugar, with the Philippines 


meeting its nearly 1.5 million ton total U.S. quota and 
entitlements, and exporting some 62,000 tons to nearby Asian 
countries. The overall balance of payments surplus for the 
first nine months of 1973 cumulated to $555 million, $196 
million of which was contributed by trade. (The Government 
estimates the surplus for the year at $668 million). The 
balance was accounted for mainly by net receipts from re- 
mittances and other transfers, sale of non-monetary gold, 
official long-term borrowing and tourism and other services. 


International reserves jumped from $282 million to $876 million 
at the end of 1973 and advanced to over $1 billion by the end 
of February 1974, providing a vital cushion for financing the 
expected heavy import bill in 1974. The excellent balance of 
payments results enhanced the country's credit standing so 
that medium and long term loans are more readily obtainable, 
and the reserves themselves can be utilized if required. 
Official development assistance coordinated through the Con- 
sultative Group for the Philippines continues to provide 
significant concessional aid. The Asian Development Bank 
committed nearly $79 million in loans to the Philippines in 
1973, making it the major recipient country for ADB loans 
that year and the second rank cumulative recipient. Both 

ADB and IBRD expect to provide considerable new financing 

to the Philippines in 1974, 





Government economists, in what appears to be a cautious view, 
have predicted a leveling off of export earnings during 1974 
and an increase in import costs of over 50 percent, resulting 
in a trade deficit in the range of 600 million. The increase 
in crude oil prices alone will contribute an additional $450- 
$500 million to the import bill (based on an average crude 
price of $9 to $10 per barrel). However, net invisible earnings 
and other inflows are expected to offset about half the trade 
deficit. The Central Bank has arranged for five-year standby 
credits from foreign banks of $550 million and is planning to 
obtain additional credits if necessary in order to avoid weak- 
ening of the Philippine reserve position. 


The National Economic and Development Authority, taking into 
account the petroleum supply and price situation and prospects 
for foreign credits as of mid-February, has forecast a 7 per- 
cent real growth rate for CY 1974. Other economists have 
suggested a figure in the 5 percent range, pointing out that 
the rate will depend, inter alia, on growing conditions for 
rice during July to October, fertilizer availability, demand 
conditions in Japan, Europe and other export markets (including 
U.S. demand for products other than sugar). 


Despite recent economic gains the economy continues to be 
characterized by a wide disparity in income distribution. The 
Government has addressed this problem and established improved 
income distribution as a major economic and social policy in 

its Four Year Development Plan. Stress has therefore been laid 
on a number of programs directed toward this end, e.g. promotion 
of labor intensive small and medium scale industry and increased 
agricultural production coupled with farm commodity -price support. 
Much remains to be done to translate the favorable policies and 
plans into programs and results. 


Moves to Assure Oil Supply 


The government and international oil companies appear to have 
been successful in arranging for sufficient crude oil supplies 
to meet essential needs, an estimated 200,000 barrels per day 
reflecting a rise of about 7 percent over 1973 supplies. Early 
in the fuel crisis the government took a number of measures to 
deal with the supply problem, including gasoline rationing and 





priority allocation of other products, raising all oil product 
prices sharply, and strengthening government direction of the 
oil industry. 


A major government move, partly in response to the oil supply 
crisis, was establishment of the Philippine National Oil Company 
(PNOC) and its marketing arm, Petrophil, Inc. With the PNOC 
purchase of all assets of Esso Philippines, including a 57 percent 
share of Bataan Refinery Corporation, the government now controls 
half of the country's refining capacity and somewhat over 30 per- 
cent of the oil product market. 


Oil conservation measures have caused problems for foreign ship 
bunkers because of restrictions imposed only on foreign flag 
vessels. Special allocations, however, have thus far prevented 
adverse effects on the export trade. 


Investment and Production Priorities--Food and Exports 


To cope with the problems caused by worldwide inflation, especially 
in oil and energy-intensive products, and the need to maintain 
economic growth, the government has given high priority to support- 
ing production of foodgrains (primarily rice) and all export 
commodities,--agricultural, mineral and industrial. In the 

crop year now ending, the USAID-supported Masagana 99 rice pro- 
duction program has provided greatly expanded credit, primarily 

for fertilizer, and extension services to help farmers take ad- 
vantage of good weather and growing conditions to produce an 
estimated 25 percent increase in the rice harvest, reflecting a 

4 percent increase over the previous record in 1970-71. While 
government spokesmen have expressed the hope that rice imports 

can be avoided this year, they acknowledge that supplies will 

be very tight from June through September during the traditional 
low output months. Carryover stocks are thought to be low, 

having been drawn down in the lean period of 1972-73. Imports 

of corn, rice, wheat or a combination may be needed to eke out 
urban supplies and moderate prices. 


Outside of weather conditions, fertilizer availability and cost 
will be a key factor in agricultural production for the crop 

year beginning July 1. The government has sought energetically 

to obtain adequate fertilizer supplies and channel them to rice 
and other priority production. Negotiations with Japan and 
Australia have reportedly resulted in contracts which may make 

up much of the deficit earlier predicted. Price remains a serious 





problem, however, and a government subsidy program has been 
expanded to help food producers meet the higher cost, 


Last year's number one export commodity, logs and wood pro- 

ducts, has faced uncertainties this year owing to the mandatory 
phased shift from log exports to processed wood products. The 
processed portion was to increase from an estimated 18-20 percent 
in 1973 to a mandatory 40 percent in 1974, and by 1976 all exports 
were to be in processed form. Doubt has been expressed that pro- 
cessing facilities can be expanded fast enough to avoid a reduc- 
tion in exports. Some softening of demand owing to recent econo- 
mic slowdowns in Japan and other markets has also been predicted, 
and may provide a breather on the processing bottleneck. The 
government is now reviewing policies on wood exports and may modify 
the processing requirement in order to sustain exports. 


Expansion of mineral production is under way, and the major 
uncertainty is again world demand which is widely expected to 
slacken because of secondary effects of the energy crisis. 
Although expansion of copper mining and initiation of nickel 
ore production will not have a major impact on mineral exports 
until 1975, some benefits will accrue this year. 


The energy crisis has brought new interest in investment geared 
to economizing oil consumption. Geothermal and nuclear power 
sources have become more attractive, and the government is pres- 
sing forward with plans in these areas. The economics of urban 
mass transit systems and natural fibers production (which now 
faces less competition from oil-based synthetics) are other 
examples of new planning directions for investment and production 
resulting from the oil supply and price problen. 


New Dimensions in Foreign Investment 


The improved climate for private foreign investment continues 

to attract investor interest, and noteworthy gains have been 
made in banking and financial investments as well as in expansion 
of existing industrial facilities. 


Liberalized rules for investment in commercial banks and for 
establishment of investment houses have led to estimated commit- 
ments totalling $250 to $300 million in equity and long-term 
capital inflows over a two year period beginning mid-1973. 

About six U.S. banks which have not previously participated in 





commercial banking in the Philippines are now acquiring shares 
(usually 30 percent holdings, but up to 40 percent with Presi- 
dential approval) in domestic banks. The two banks with long- 
established branches in Manila, FNCB and Bank of America, are 
likewise purchasing shares in local banks, while five Japanese 
and several European and Canadian banks are joining in the rush 
to participate in the profitable commercial banking field. 


Greatly expanded stock exchange transactions as well as under- 
writing activities by investment houses have provided another 
channel for private capital to enter the Philippines. Hong Kong 
and other Asian as well as European investors are the major 
sources of this capital. 


Japanese investment activity is increasing significantly, and 
several industrial firms have indicated that they are considering 
larger investments in the future. Factors making the Philippines 
more attractive for Japanese investment include: the entry into 
force in January 1974 of the long-shelved Japanese-Philippine 


Treaty of Amity, Commerce and Navigation; tight world market 
conditions in a number of basic commodities; and problems in 
Japanese business relations with Indonesia, Thailand and poten- 
tially in Taiwan. Symbolic of the new more visible Japanese 
investment posture is Mitsubishi's purchase of 20 percent equity 
in the prestigious Ayala Corporation, developers of the Makati 
commercial and residential complex and now moving more actively 
into the mining, industrial and tourism fields. 


Inflation, Wages and Business Activity 


Inflation, largely imported through sharply increased world 
commodity prices and heightened by tight supplies of rice, 
feedgrains and other local commodities, raised the Manila 
consumer price index for the year 1973 11 percent above the 
1972 yearly average. Spurred by actual and anticipated changes 
in oil prices, the rate of inflation increased toward the end 
of 1973 and the December consumer price index stood 27.3 per- 
cent above the December 1972 level. Government economists 
used 15 percent as a measure of average inflation for the whole 
economy although some private estimates placed the rate in 
greater Manila substantially higher. While, barring further 
shifts in world market conditions the rate of inflation may 

be expected to moderate later in the year, the rate in early 
1974 is variously estimated in the range of 30 percent. 





Whatever the precise measure of inflation, it brought increasing 
pressure on the living standards of most urban wage earners and 

on others with fixed incomes such as civil servants. On the other 
hand, rising agricultural prices, especially during the last half 
of 1973, appears to have brought greater real income in rural 
areas sufficiently to permit increased consumption and investment 
in those areas. 


To relieve pressure on low and medium wage earners, the government 
announced in February a ~50 ($7.50) monthly living allowance for 
government workers in this category and urged private employers to 
follow the same practice as a minimum guideline. The government 
has also encouraged profit-sharing and wage increases as acceptable 
alternatives to the supplemental living allowance, and wage increases 
of 10-15 percent are being granted by a number of employers, espe- 
cially large enterprises. Government leaders have opposed demands 
for increasing the minimum wage, arguing that such a step could not 
be afforded by the thousands of small firms employing most Filipinos 
and would dampen foreign and domestic investment, thus slowing down 
creation of new job opportunities. 


Business activity and profits registered significant gains in 1973 
in most lines, and business surveys toward the end of 1973 fore- 
cast considerably increased sales and profits for the first part 
of 1974. Uncertainties about oil and other costs as well as 
availability of raw materials make the prospects thereafter some- 
what cloudy. 


Government Direction of the Economy 


The heightened and more centralized control of the Marcos 
administration over the economy, made possible by martial 
law in effect since September 1972, has been reflected in 
more vigorous and consciously directed fiscal and monetary 
policies, strict foreign exchange budgeting, domestic credit 
restraints, and in certain cases (e.g. petroleum, civil 
aviation and communications) direct intervention. 


As examples of fiscal measures the President on February 16 
announced heavy export tax surcharges on traditional commodi- 
ties and sharp increases in specific taxes on petroleum products, 
While the export levy was aimed at taxing windfall gains and 
financing the government's cost-of-living payments and rural 
programs, it also increased the tax differential favoring 





exports of processed rather than raw materials (e.g. coconut 
oil vs. copra, wood products vs. logs, etc). A number of 
redistributive fiscal measures have also been taken to channel 
resources into rural development. Tax collection has continued 
to be good, resulting in a growing cash surplus even though a 
deficit for FY 1974 is still budgeted. 


In the monetary field, the Central Bank tightened domestic 
credit further in late 1973 by marketing certificates of 
indebtedness and increasing margin deposits for import letters 
of credit. However, the government has announced its intention 
to permit a 20 percent growth of domestic credit in 1974 (com- 
pared to 16 percent in 1973) to accommodate inflation swollen 
financial requirements and to finance continued economic expan- 
sion. Short term interest rates remained at 15 percent or above 
during the first two months of 1974, 


A milestone was passed in Philippine civil aviation on January l, 
1974 when Philippine Airlines by Presidential order became the 
single scheduled air carrier for both domestic and international 
service. Direct government intervention in the communications 
field is also being studied--a presidential committee is pre- 
paring a rationalization and integration plan for the myriad 
domestic companies and is discussing the future basis of ope- 
ration of the three international telecommunications carriers 
serving the country. 


IMPLICATIONS FOR THE UNITED STATES 


Economic Negotiations and the End of Laurel-Langley 


Discussions between the U.S. and Philippine Governments con- 
cerning economic relations after the expiry m July 3,1974 of the 
Laurel-Langley Agreement entered the formal stage in Septem- 
ber 1973 with the submission of a U.S. draft treaty of amity 
and economic relations. The formal Philippine response in 
February indicated, as stated by a U.S. Government spokesman, 
that there apparently were deep differences between the two 
governments which would require lengthy negotiations if there 
were to be a follow-on treaty. Informal discussions of the 
major issues have continued, and are expected to be followed 
soon by more formal working-level talks. 





Philippine Trade Concerns 


While the United States has sought early negotiations, Philip- 
pine Government spokesmen have made clear their reluctance to 
enter into formal talks before U.S. negotiators can deal with 
Philippine trade concerns in the U.S. market. The delay in 
passage of U.S. trade legislation has, therefore, slowed the 
timetable for talks. The Philippines wishes to have as many 
of its products as possible covered by the proposed U.S, 
Generalized System of Preferences, and seeks assurance of 
favorable access of its major products,headed by sugar. Most 
tariff preferences under Laurel-Langley were, however, phased 
out on December 31, 1973, virtually unnoticed in the commodity 
export boom. 


The U.S. believes that many trade issues can appropriately be 
treated in the GATT Multilateral Trade Negotiations now begin- 
ning preliminary stages in Geneva. Formal U.S. participation 
in MIN is also, of course, dependent on passage of U.S. trade 
legislation. In the case of sugar, which is being treated 
separately by U.S. Congressional deliberations on the Sugar Act, 
world market conditions have reduced the former crucial importance 
of a guaranteed U.S. market. Nevertheless, the Philippines has 
formally petitioned for a 1.5 million ton basic quota (compared 
to the present 1.13 basic quota plus additional entitlements 
bringing the total to over 1.4 million) for the next five years 
to assure stability in Philippine production and U.S. supply. 
The shape of future sugar legislation is still unclear, but 
earlier proposals to scrap the quota system appear to have been 
dropped, 


The U.S, also has trade concerns in the Philippines which are 
expected to be discussed in the Multilateral Trade Negotiations. 
These include the recently increased duties on agricultural 
commodities and a large number of non-tariff trade barriers 
affecting both agricultural and other products exported by the 
U.S. The recently re-structured and increased export tax system 
also has affected U.S. trade in several areas and may be raised 
in the multilateral negotiations. 


U.S. Investment and Business Interests under the Proposed Treaty 


An amity and economic relations (AER) treaty provides a broad, 
long-term framework for investors, traders and ship operators 





to do business in each other's countries. U.S. businessmen, 
both established and intending to come in the future, are 
interested in the stability such a treaty would ensure to 
their activities in the Philippines. Filipino businessmen 
in the U.S. would have reciprocal benefits. 


In addition to the long-range framework provided by an AER 
treaty, there are transitional issues of particular interest 

to business firms established in the post war period. These 
concern mainly land ownership, public land leases and franchises, 
continued management authority and board representation in 
Filipinized firms, and the applicability of restrictive retail 
trade legislation--as well as possible future restrictions on 
business activities. It is likely that several of these matters 
may be treated separately from the proposed treaty. 


Investment Opportunities for U.S. Business 


While there have been no large-scale new U.S. ventures since 

the major car manufacturing investments were undertaken in 

late 1972, a number of medium-size investments have reached the 
implementation stage including manufacture of automotive parts, 
communications equipment, electronic components and textile 
fibers. Many established firms are also carrying out or planning 
expansion in pharmaceuticals, tire and rubber production, and a 
number of other manufacturing fields. 


Two major investment plans were announced in February for 
possible new industrial plants to be build over a period of 
several years: Reynolds Aluminum has signed a letter of 
intent to build a large smelter in Leyte costing up to $110 
million if geothermal power sources prove adequate; Boise 
Cascade has signified to President Marcos its interest in 
expanding its wood processing operations and embarking on a 
major reforestation enterprise with the possibility of pulp 
production in the future. The total value of the investment 
proposed by Boise Cascade is $74.3 million. 


The Soriano group of companies, the country's largest industrial 
combine, represents a major U.S. investment despite the 60 per- 
cent sale of stock ownership to Filipinos completed in 1973. 
Atlas Mining is planning new large-scale investment in copper 
mining and smelting, with total investment in the $150 to $200 
million range over the next four years. Other companies in 

the group are considering expansion of food production, Largely 





for export, and increased output of pulp, paper and plywood. 
King Ranch and other livestock producers have also announced 
their intention to invest in large-scale cattle development. 


Wood and mineral processing offer attractive opportunities 

for additional investments, and several Japanese firms have 
already expressed considerable interest in these fields. 
Electronics, the food industry and other manufacturing fields 
also have a significant potential. Tourist facilities for 

the fast-growing number of visitors to the Philippine have 
drawn Japanese interest, but attractive opportunities exist 

for U.S. investors as well. The Department of Tourism notes 

the need for large investments in new hotels, resorts, vehicles, 
etc. running to $45 million or more annually for 1974 and 1975. 
Finally, the Bataan Export Processing Zone, the site of the Ford 
body-stamping plant, is accelerating completion of facilities 

to enable new firms to undertake operations there. Garment and 
footwear manufacture, automotive parts production and other 
export-oriented industries are being established in the Zone. 


Growth of U.S. Banking Interests 


The acquisition by U.S. commercial banks of minority shares in 
Philippine commercial banks and investment houses is enlarging 

the U.S. role in the Philippine financial sector. U.S. banks also 
are smding additional personnel to the Philippines to work in the 
partly owned institutions or to open new representative offices. 
As a result wider choices of supporting financial institutions 

and enlarged financing availabilities will be offered to potential 
U.S. investors in the Philippines. Anticipated growth rates for 
the Philippine economy and foreign investment suggest this expan- 
sion in the role of U.S. commercial banks in Philippine finance 
will continue over the rest of the 1970's. 


Philippine Trade Trends and Opportunities for U.S. Exports 


Philippine imports from the U.S. expanded by 24.7 percent in 

1973, outpacing considerably the 2.6 percent increase in imports 
from Japan. Comparable figures the previous year were 7 percent 
U.S. and 11 percent Japanese growth. The pattern in recent years 
of Japanese expansion at the expense of the U.S. in the Philippine 
market was thus reversed in 1973, although Japan continues to have 
a large share of the market: 32 percent compared to 28 percent for 





the U.S. Philippine exports to Japan grew an unprecedented 
73.5 percent in 1973 so that Japan edged out the U.S. as the 
number one Philippine export market for the first time. Japan 
was also the Philippines' top trading partner, accounting for 
34.7 percent of total trade compared to the U.S. 32.6 percent. 


Machinery (non-electric)continues to head the list of imports 
from the U.S., followed at some distance by wheat and other 
cereals, with cotton and other fibers in third place. Commo- 
dities with the largest growth in 1973 were chemical products, 
base metals and textile fibers. 


The Embassy has studied the export trade potential in a dozen 

major product categories and has concluded that excellent 
opportunities for incremental sales exist for heavy duty 
construction, earthmoving and mining equipment, electricity 
generating and transmission equipment, logging and wood-pro- 

cessing and packaging equipment, materials handling equipment 

and metalworking and finishing machinery and equipment. In 

certain areas, such as the metalworking and construction industries, 
quality used/reconditioned machinery is in high demand. 


To the extent that supplies in the U.S. are available, good 
opportunities exist for sales of chemical fertilizers, iron 

and steel products and raw materials forthe plastics industry. 
Many of these items have thus been supplied by the Japanese 

in recent years, but problems with Japanese prices and deliveries 
have led the Philippines to seek to diversity their sources for 
these important commodities. 
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